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This publication of the Education Commission of the 
States is the first of a series of booklets on school finance. It is 
designed as a basic description of the issues and implications 
of the recent Serrano-type cases and their impact upon educa- 
tional financial systems in the states. Although we have at- 
tempted to cover the major questions of school finance raised 
by the cases, it is impossible to anticipate every position which 
has, or will, be raised in relation to this very dynamic topic. 

We hope this initial publication will provide readers with 
an overview of the subject and will serve as a background paper 
for further discussion. 

As subsequent court opinions are issued, legislative pro- 
posals advanced, and other issues presented, additional publi- 
cations will be prepared by the Education Commission of the 
States. 



Wendell H. Pierce 
Executive Director 
Education Commission of the States 
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Part I : The American Approach to 

Education 

The framers of the Constitution did not refer specifically to education. 
Because of this omission, it has been accepted that the responsibility for 
education is one of the “powers not delegated to the United States” and 
consequently is “reserved to the states respectively, or to the people.” 
With the primary responsibility for education resting with the citizens 
of each state, the state governments have prescribed policies and standards 
to make the educational enterprise operate effectively. 

Although the state has the legal responsibility to provide education 
for its citizens, most of the operating responsibility has been delegated 
by the state to local school districts or systems and finally to boards of 
education and local administrators. The state education agency provides 
broad leadership, planning, and supervision within the state, but for prac- 
tical purposes, the delivery system for education is within the jurisdiction 
of local school districts subject to varying controls over fiscal and operat- 
ing policies. In the United States there are more than 17,000 school dis- 
tricts, differing widely in size, taxing ability, urbanization, and many other 
factors. It is this dissimilarity which creates problems when a society 
attempts to assure all citizens an equal educational opportunity. 

Within this framework, the decision-making authority for public 
schools has been kept close to the people via their elected representatives 
who are charged with the responsibility of determining educational policy 
and working with the taxing authority to provide the schools with proper 
financial support. 

Although the states have the responsibility for education, federal in- 
volvement has grown sharply in the past two decades. Based largely on 
the “welfare clause” of the Constitution, federal programs are also a 
recognition of the fact that educational issues transcend state lines and 
that the quality of education in each slate and welfare of all citizens is of 
national concern. As a matter of national policy, Congress and the people 
have accepted an increasing degree of responsibility to meet national 
priorities through education. 

In the past several years we have seen rather substantial federal grants 
provided to supplement state and local school revenues usually in the form 
of categorical grants for narrowly defined educational purposes. It is 
estimated there may be as many as 100 federal educational grant pro- 
grams in operation in the various states. 

At the federal level there are numerous programs being discussed in 
political and educational circles which might lead to greater financial 
support for education. New ideas include a federal “value added tax” to 
supply new school funding, revenue sharing plans to direct federally 
collected revenues into state and local educational programs, and federal 
assumption of welfare programs to permit states to allocate existing state 
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money to educational needs. There are promising aspects to all of these 
programs, just as there are limitations. 

Many political observers conclude, however, that it is unlikely there 
will be any major readjustment in federal funding for education in the 
immediate future. State leaders who hold out hope for instant and sub- 
stantial help from federal sources are surely relying upon a slim reed. 
No matter what federal aid seems to be warranted or forthcoming, the 
fundamental responsibility to provide and support education still resides 
with the states and local districts. It is significant to note that the court 
in Rodrigues vs. San Antonio specifically declared that federal funds 
cannot “rescue” the states by making up the differences in educational 
expenditures. Federal funds are not considered relevant in determining the 
equity of educational expenditures within a state. 

Education has thus become an interest of federal, local and state levels 
of government. All three exercise influence and responsibility. Revenues 
for public school operation come from all three sources. In 1971-1972, 
state sources provided an average of 40.9% of school revenue; federal 
sources accounted for 7.1% and local sources provided 52%. 

Although school revenue is derived from a variety of tax sources levied 
by federal, state and local governments, the property tax has received 
the brunt of recent review and criticism because 98% of school revenue 
raised at the local level comes from taxes on real property. There is much 
diversity among the states in school financing patterns. In New Hamp- 
shire, for example, 86% of the school revenue comes front local taxes 
and in North Carolina 19% is derived from local sources. The majority 
of revenue allocated to education by state and federal governments comes 
from sales, income, corporate and excise 'axes. 

The research report of the National Educational Finance Project 
drew the conclusion that as a practical matter, the vast majority of local 
school districts are limited in their taxing capacity to the property tax 
and consequently property taxes have become the principal sources of 
revenue for local districts, followed by revenue from state sources. There 
are a few states which provide exceptions to this rule. 

As solutions are sought for education’s fiscal dilemmas the total tax 
sources and structure of local, state and federal jurisdictions must be 
considered. Because we are here exploring the recent court decisions and 
new problems growing from them, we will largely be directing attention 
to the various aspects of the property tax as an element of educational 
finance. 

A fourth influence over educational policy and one that has been of 
increasing importance in recent years, is the judicial system, federal and 
state. Court decisions on such matters as racial integration, busing, taxes 
and school admission policy have brought about radical changes through 
the interpretation of legal and constitutional issues. Court decrees which 
aiter educational processes, operation and authority are fairly well under- 
stood by the public, and some are meeting with strong opposition. 
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While some herald the increasing involvement of the federal courts 
as progressive and constructive, others contend that the courts are usurp- 
ing the policy-making functions of the legislative arm of government. 

Many educational systems find themselves in structural conflicts. The 
roles of the local, state and federal bodies in determining educational 
policies no longer seem clearly defined with the r°.sult there is confusion 
at all levels. The roles become even more obscure when the judiciary in- 
volvement increases. This extremely simplified statement does not take 
into account the growing restlessness of taxpayers, parents and students 
and others who see a high degree of turbulence within the schools. 

Increasingly both educators and the public are calling for “account- 
ability.” for more value in return for the huge investments of time, energy 
and money in the education of the nation’s children. 

It is in this setting that another complex issue has arisen: the demand 
for fiscal equity in education. This is the theme of this monograph. 



Part II: The An jmy of the Problem 

In most states the primary source of local school revenue is the ad 
valorem tax on real property. As a result, there are tremendous differ- 
ences in the abilities of local districts to finance education. Some districts 
with substantial wealth, high per capita income and levels of consump- 
tion, are able to provide large sums for school expenditures. On the other 
hand, poorer districts with lower taxpaying ability are only able to provide 
much smaller funds for education even though they tax themselves at high 
levels. Substantial variations from district to district are caused by: 

a) Differences in ability to raise revenue, depending upon the tax base 
in relation to the number of pupils served. A district with great natural 
resources, industry, business or high value residential property will have a 
much more substantial tax revenue base. 

b) The amount of effort the local governmental district puts forth to 
support education as evidenced by the tax rate levied. A district with a low 
tax base can raise substantial amounts only if it taxes at an extraordinarily 
high rate in its effort to provide equal education. 

c) Tax overburden which results in certain jurisdictions, such as large 
municipalities and sparsely populated areas, having unusually high costs 
to provide services to the population. The municipal overburden takes the 
form of greatly increased demands for welfare, police and fire protection 
services, environmental concerns and for higher costs for wages, services 
and facilities in the large city areas. The percentage of local resources 
available for education often becomes smaller. Likewise, sparsely popu- 
lated areas suffer from the necessity to provide services which are often 
uneconomical because of remote schools, lack of readily available re- 
sources, and special geographical limitations. 
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d) Parental and societal expectations vary substantially from region 
to region. The perceived needs of families in urban areas are often differ- 
ent from those of suburban or rural families. These needs are manifest in 
the necessity for compensatory education, vocational programs, transpor- 
tation, meal services, curriculum variety, special education for the handi- 
capped, and many other variables. 

The per pupii expenditures do not tell the whole story in terms of the 
quality and equality of education. While the dollar is not the only factor 
in educational equality, school financial experts consider the dollar per 
pupil expenditure a reasonable and substantial index of differences among 
school districts. The courts, as in the Serrano case, hold that the burden of 
proof lies with those who contend that dollars available do not necessarily 
produce a difference in the quality of education. The wide variations in 
school districts’ effort and ability to support education is one of the major 
obstacles to equality of educational opportunity in every state. 

If school district “A” has an extensive tax base and the citizens tax 
themselves to the limit prescribed by state law, the per capita expenditure 
available for each child can be very high— for example, $1,500 per pupil. 
On the other hand, if neighboring school district “B” has a poor tax base 
and the citizens tax their resources to the state limit, the district may 
produce a relatively low sum for each child, such as $600. In essence the 
taxable wealth of the sohodl district is the determining factor in the 
amount of money available for the schools. In other words, the level of 
education from district to district is determined by the taxable wealth of 
the area. Disparity between districts should be the major concern of the 
states in that it results in inequities in education and usually discriminates 
against the poor. 

To be sure many states have had “equalization formulas” for years. 
These state minimum foundation programs have not been successful in 
equalizing school expenditures because they do not equalize tax levy rates 
among school districts within a state, nor do they consider that equal 
dollars do not buy equal amounts of educational services in different 
districts. 

Inequalities from district to district are wholly inconsistent with 
modern day belief in equality and equal educational opportunities for all 
and have been held by the courts to be a violation of the equal protection 
clause of the 14th Amendment to the United States Constitution, a docu- 
ment that contains the equal protection clause, but never mentions equal- 
ity. This issue has created an enormous educational dilemma. 
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Part III: The Courts and the Cases 

On August 30, 1971, a landmark opinion on school finance was handed 
down by the California Supreme Court in the case of Serrano vs. Priest. 
It held that: the level of spending for a child's publicly financed elemen- 
tary or secondary education should not depend upon the wealth of the 
child's school district or family. The court found that as a direct result of 
the policy related to school district property tax systems the residents of a 
“poor” district often pay taxes at. a higher tax rate than more “wealthy” 
districts to obtain the same or less education for their children. Such tax 
inequities were deemed in violation of the “equal protection” clause of the 
14th Amendment of the Constitution of the United States. The seeds of a 
school finance revolution were sown. Let us look more closely at the 
California court decision and other decisions which have followed: 

Serrano vs. Priest ( California ) 

John Anthony Serrano lived in East Los Angeles in a poor, largely 
Chicano neighborhood. His two sons were unusually bright and capable 
of excellent school performance. However, as the number of poor and 
minority children increased in the school district, its resources were spread 
thinner and thinner — teachers, supplies, textbooks, and equipment. The 
school principal told John Serrano that it was doubtful that the school 
district could provide his sons with the type of education they needed to 
achieve up to their capacity. In light of this verdict, Mr. Serrano mort- 
gaged his assets and scraped up enough money to move his family to 
Whittier, a more affluent community across the county. There he found 
the quality education he wanted for his boys. 

John Serrano was articulate and aware of the social problems facing 
families such as his own. He decided that he and other parents should not 
be asked to make such personal sacrifices in order to obtain a decent edu- 
cation for their children. Good education, he thought, should be available 
for all, and not be based on the wealth of the parents or neighbors. 

Serrano became acquainted with Derek Bell, an attorney then heading 
the Western Center for Law and Poverty, funded by OEO, and through 
him met two other attorneys, Sidney Wolinsky and Harold Horowitz, who 
believed there were unconstitutional inequities in various governmental 
services, including education. A suit was filed on behalf of Serrano and 
a large group of other dissatisfied parents and children in August, 1968 
against the California State Treasurer, Mrs. Ivy Baker Priest, and several 
other sta*c and local officials. 

The case was dismissed twice by lower courts before it was accepted 
for review by the California Supreme Court. It was here that a number of 
“friends of the court,” including law professor John E. Coons, attorney 
Stephen Sugarman, the National Committee for Support of Public 
Schools, and others, offered briefs to support their contention that under 
existing financial systems the quality of education was dependent upon 
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family wealth and geographical location. The court accepted this propo- 
sition. It was shown that affluent Beverly Hills spends $1,232 per pupil 
while across town in Baldwin Park the per pupil expenditure was only 
$577 — yet the tax rate in Baldwin Park was more than twice as high as 
that in Beverly Hills. 

The principal features of the Court’s decision were these: 

a) The quality of a child’s education cannot be the function of the 
wealth of the child’s parents and neighbors, or school district. 

b) Education in our public schools is a “fundamental interest” of the 
states which cannot be conditioned on wealth. 

c) To allot more educational dollars to the children of one district 
than to those of another merely because of the fortuitous presence of com- 
mercial and industrial property which augments a district’s tax base is to 
make the quality of the child’s education dependent upon the location of 
private commercial and industrial establishments. 

d) A funding system which is heavily dependent upon the local prop- 
erty tax and hence the differences of local wealth invidiously discriminates 
against the poor because it makes the quality of a child’s education a 
function of the wealth of his parents and neighbors. Such discrimination 
is a violation of the equal protection clause of the 14th Amendment of the 
U.S. Constitution. 

e) Inequalities are created when people who were relatively less af- 
fluent were required to pay higher taxes than the more affluent people in 
order to generate the financial resources needed for an equal or even lesser 
quality public education. 

It is important to note that there were several positions v/hich the 
Serrano decision did not take. The courts did not say or suggest: 

a) That the property tax, per se, is unconstitutional or an improper 
tax source. 

b) That the same amount of money should be spent on each child for 
education. 

c) That the legislature must adopt any specific method or plan for 
school financing to remove the constitutional inequities, but would permit 
the legislatures to devise appropriate new systems which are not in viola- 
tion of the equal protection of the law. 

Van Dusartz vs. Hatfield (Minnesota) 

Donald Van Dusartz and a group of other parents and students in the 
White Bear Lake School District of Minnesota brought a suit against 
Rolland F. Hatfield, the auditor and treasurer of the state of Minnesota, 
and other state officials on the grounds that the system for financing pub- 
lic education in Minnesota violated the requirements for equal protection 
as guaranteed by the Constitution. The charges were quite similar to the 
Serrano case relative to the quality of a child’s education being a function 
of the wealth of his parents and neighbors and an accident of geography. 
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On October 12, 1971, the U.S. District Court in Minnesota adopted 
the findings of the Serrano Case as being applicable in Minnesota. Once 
again a court said that: “a system of public school financing, which makes 
spending per pupil a function of the school district’s wealth, violates the 
equal protection guarantee of the 14th Amendment to the Constitution.” 
The ruling stressed that the state had so arranged the structure of local 
school districts as to guarantee that some districts will spend low amounts 
per child (with high taxes) while others will spend high amounts per child 
(with low taxes). “To promote such an erratic dispersal of privilege and 
burden on a theory of local control of spending would be quite impos- 
sible.” The Court deferred action until the Minnesota Legislature had an 
opportunity to review the matter and take remedial action. 



Rodriguez vs. San Antonio Independent School District 

(Texas) 

The Texas case was brought by Demetrio P. Rodriguez and a number 
of other public school children and their taxpaying parents in the Edge- 
wood Independent School District, an area which is located within the 
city limits of San Antonio, Texas. All of the plaintiffs were Americans of 
Mexican descent. The action was against the school districts of San An- 
tonio and various state educational officials. The plaintiffs claimed that 
the system of school finance discriminated against students living in poor 
districts. 

The Western United States District Court of Texas declared on De- 
cember 23, 1971, that the Texas Minimum Foundation Program for 
financing public education was in violation of both the U.S. and Texas 
Constitutions. The minimum foundation program in Texas provides 
grants for the costs of salaries, school maintenance and transportation. 
Eighty percent of the cost of this program is financed from general state 
revenue with the remainder apportioned to the school districts in the 
“local fund assignment.” However, the state money allowed under the 
minimum foundation program is unrealistic as far as the total cost of 
education is concerned and the effect is that Texas provides only about 
49 percent of the cost of education with the local districts making up the 
rest. 

To work equitably, this system assumes that the value of local prop- 
erty within the various districts will be comparable. Obviously this was 
not the fact. The court declared: . . for poor school districts, education 

financing in Texas is a tax more, spend less system .” The court further 
ordered that the system be corrected by 1972. 

Since notice of appeal has been filed in federal court the Rodriguez 
case presumably will be the first “Serrano-type” case considered by the 
U.S. Supreme Court. Since Serrano was remanded by the California 
Supreme Court back to the Superior Court, it is possible that the Rodri- 
guez case could become the “law of the land” rather than Serrano. 

11 
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Robinson vs. Cahill (New Jersey) 

The group of complainants in the New Jersey case were somewhat dif- 
ferent from those in the California, Minnesota and Texas cases. The 
plaintiffs, in addition to an infant and his parents, were the Jersey City 
mayor, members of city council, the Board of Education, a student, his 
parents, and several other taxpayers. The suit was brought against the 
governor, several state officials, and both houses of the legislature of 
New Jersey. 

In many respects the charges were similar to Serrano: that the quality 
of education depended upon the wealth of each district and not the total 
wealth of the state and that it placed an unequal tax burden on property 
owners living in low property value districts. Another important element 
of this case was based on the New Jersey state constitution which requires 
that a “thorough and efficient” free public school system be operated in 
the state. The plaintiffs claimed that the system of school finance made it 
impossible to maintain minimum educational standards as required by 
the state constitution. 

The New Jersey Superior Court of Hudson County declared on 
January 19, 1972, that the educational finance system created inequities 
that violated the state constitution’s educational provisions as well as the 
equal protection clause. “Inequalities are inherent in a system where the 
capacity to raise taxes for school purposes differs according to the wealth 
of districts.” 

The court not only ordered a revision in the tax structure to remove 
inequities, but also urged that effective means for measuring the progress 
of the various school districts of New Jersey be adopted. Said the court: 
“While equalizing tax burdens may readily be accomplished by known 
means, it might be more difficult to assure that additional school funds 
will actually result in improved education. No purpose would be served by 
simply bidding up the cost of the same services without the expectation of 
improvement. Education must be raised to a thorough level in all districts 
where deficiencies exist.” Thus, we see the courts moving forward slightly 
from the concept of “equality of education not depending on the wealth 
of the school district” to a belief that increasing school expenditures 
should result in some degree in a higher level of pupil achievement. This 
seems to be a judicial call for “accountability” to accompany the demand 
for greater equity in expenditures. 

Spano vs. Board of Education of Lakeland Central 
School District No. 1 (New York) 

On the opposite end of the spectrum is the case considered by the 
Supreme Court of New York and the opinion handed down on January 
17, 1972. The case was brought by Andrew Spano and other residents and 
property owners in the Lakeland School District in Yurktown, New York, 
against the Board of Education and various state officials. The plaintiffs 
sought to declare unconstitutional New York’s existing legislative and 
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constitutional provisions for levying and distributing school taxes. The 
plea was largely based on the arguments of the Serrano case. 

The Court held that two previous U.S. Supreme Court cases, Mclnnis 
vs. Ogilvie (Illinois, March 1969) and Burruss vs. Wilkerson (Virginia, 
February 1970) were controlling. In both instances the United States 
Supreme Court refrained from declaring state school financing systems 
unconstitutional. 

The New York Court acknowledged that existing systems for financ- 
ing education may well be “vestigial, inadequate and unfair,” but noted 
that changes should be within the prerogative of the legislature, or “under 
certain circumstances, of the United States Supreme Court.” 

Pennsylvania Association for Retarded Children vs. 
Commonwealth of Pennsylvania 

A related case, although not directly in line with the Serrano-type deci- 
sions, considered the state’s responsibility for providing equal educational 
opportunity for mentally retarded youngsters. This action was brought by 
the Pennsylvania Association for Retarded Children on behalf of handi- 
capped children in the Commonwealth of Pennsylvania to seek equal 
educational opportunity for the mentally handicapped. 

The United States District Court for Eastern District of Pennsylvania 
decreed in September, 1971 that every retarded person between the en- 
trance age of school and twenty-one years must have access to a free public 
program of education and training appropriate to his learning capacities, 
since the Commonwealth has undertaken to provide free public education 
to all children. Essentially the state was directed to provide an educational 
program for mentally retarded youngsters equal to that provided for all 
other youngsters. 

It is significant to note that the Commonwealth of Pennsylvania and 
the local school districts were deemed obligated to provide educational 
services for handicapped children comparable to those given to normal 
children notwithstanding the differences in educational needs or instruc- 
tional methods. The court was concerned with the equity of educational 
opportunity for all children regaruless of additional costs of special 
educational programs for handicapped. 

Bradley vs. School Board of the City of Richmond 

(Virginia) 

Another case which has implications relating to the local school dis- 
trict is the desegregation case heard by the U.S. District Court for the 
Eastern District of Virginia in January, 1972. 

The plaintiffs claimed that the Richmond pattern of residential hous- 
ing contained well-defined white and black areas which resulted in schools 
which were substantially segregated in nature. Segregation was largely 
the creation of local attendance districts in three political subdivisions. 

The court, in effect, said that local school systems financed and oper- 
ated by small political subdivisions closely related to strict housing segre- 
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gation patterns tend to create segregated schools which are unconstitu- 
tional. The court noted that “school district lines within a state are 
matters of political convenience,” and that there was little reason for 
counties to have “a right to keep their separate systems to be utilized 
solely by residents of the respective counties” in face of past discrimina- 
tory practices. The court said: “The consolidation of the respective school 
systems is a first, reasonable and feasible step toward the eradication of 
the effects of the past unlawful discrimination.” And further, “Where the 
effect of maintaining a given c ganizational structure is to prevent the 
achievement of a substantially greater degree of actual desegregation 
otherwise attainable, school administrators must justify their decision by 
reference to predominately nonracial educational motives.” 

If, as in the Virginia case, the court can order these political subdivi- 
sions to consolidate to achieve racial desegregation, it is reasonable to 
assume that the state may have some obligation to cause redistricting to 
achieve greater levels of equity in school finance resources. 

A question must be raised, however, whether a district reorganization 
or consolidation to achieve the goals of desegregation would also be the 
type of reorganization necessary to achieve the goals of equity in educa- 
tional expenditures. Situations can be imagined in which the two goals 
could be contradictory. On the other hand, if states took greater respon- 
sibility for school operation, district boundaries could become primarily 
administrative lines and new attendance and revenue areas could be 
created which might enhance both integration and financial equity 

ob i ectives ' Other Cases 

Today there are more than 30 Serrano-type cases pending in state and 
federal courts. The proliferation of litigation in this area reflects the 
nationwide crisis in school finance. It is reasonable to assume that from 
state to state we will see “equal protection” cases decreeing that educa- 
tional programs must be supported by the wealth of the state as a whole 
rather than the wealth of an individual district. 

In addition to the cases noted above, the following is a partial list of 
cases pending at this time: Arizona (Hollins vs. Sofstall); Colorado 
(Allen vs. County of Otero); Florida (Hargrave vs. Kirk); Illinois (Shar- 
boro vs. State of Illinois); Indiana (Perry vs. Whitcomb), (Spilly vs. State 
Board of Tax Commissioners); Iowa (Tortora vs. State Board of Public 
Instruction); Kansas (Hergenreter vs. State of Kansas), (Caldwell vs. 
State of Kansas); Maryland (Parker vs. Mandel); Michigan (Board of 
Education of Detroit vs. State of Michigan), (Montgomery vs. Milliken), 
(Milliken vs. Green); Minnesota (Minnesota Federation of Teachers vs. 
Hatfield), (Minnesota Real Estate Taxpayers Association vs. State of 
Minnesota); Missouri (Troeh vs. Robinson); Nebraska (Rupert vs. Exon); 
Ohio (Ohio Education Association vs. Gilligan); Texas (Guerra vs. 
Smith), (Fort Worth Independent School District vs. Edgar); Virginia 
(Burrus vs. Wilkerson); Wisconsin (Stovall vs. City of Milwaukee), (Bel- 
low vs. State of Wisconsin). 
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Part IV : Issues Created by the Cases 

The implications of the court cases have thrown legislators, educa- 
tors, taxpayers, attorneys, and government officials into confusion and 
turmoil. Although decreeing that existing school finance patterns do not 
meet equal protection guarantees, the courts have refrained from either 
suggesting or establishing guidelines for legislatures to follow. In some 
states possible solutions may be barred by state constitutions, such as 
provisions which would prohibit a statewide property tax. In a few other 
states, leaders are “standing by” in the expectation that solutions will be 
forthcoming in the form of new money from the federal government. 
Regardless of the approach being considered, one must be aware that 
many issues are being raised regarding the future of educational finance 
in the states and traditional systems of school governance and structure. 
Some of the most controversial and complex issues are: 

1 . Educational Equality 

Throughout most of the discussions of modern educational finance 
we see the term “equity” or “educational equality.” There are differences 
in the definitions of these terms. There is a general assumption that uni- 
versal education and equal education are synonymous. This is not neces- 
sarily true. What is an equal education? 

While a precise definition has not been offered by the courts, in com- 
mon terms, educational equality generally means that the quality in 
education offered to all children by the state is essentially comparable. 
Thus, the state would provide each youngster with the level of education 
needed to reach his full potential. We probably will never achieve true 
“equality,” even though we are committed to “approach” it. The courts 
have said that equity does not necessarily mean equal expenditures per 
child. In some instances, particularly when we talk about high cost pro- 
grams for handicapped youngsters, compensatory education, vocational 
education, and other programs requiring special services, it may cost more 
to provide the special programs than for typical school curricula if they are 
to be “equal.” For example, the New Jersey court in Robinson vs. 
Cahill declared that they were not suggesting “that the same amount of 
money must be spent on each pupil in the state. The differing needs of 
pupils would suggest to the contrary.” 

If we are to move toward equity in education we must look at the 
differences in children, at the differences in their needs and the differences 
in the educational experiences to which they are exposed. Anomalous as 
it may seem, equality in education is not achieved by treating different 
individuals as if they were identical. 

2. Dollar Equality. 

Although the courts have not required that the state spend the same 
number of dollars per pupil, the decisions have indicated that the dollar 
expenditure per pupil does have a bearing upon the quality of education 
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offered. It seems a short step to move from the position that the number 
of dollars made available for the education of a child cannot be condi- 
tioned upon the wealth of any particular community to the next proposi- 
tion that all children deserve at least equal dollar expenditures (weighted 
by cost differentials) for the education provided by the state. 

3. Upward and Downward Leveling. 

Undoubtedly the most controversial issue related to the school finance 
crisis is whether the states, in seeking a more equal expenditure per pupil 
from district to district, will find it necessary to lower high per pupil 
expenditure rates in wealthy districts or raise low rates in poorer districts. 
In some states the spread between per pupil expenditures from district to 
district is extremely great. 

As a practical matter any attempt to raise all of the schools in a state 
to the per pupil expenditure level of the highest expenditure districts will 
undoubtedly require much greater expenditures for education or a 
reallocation of priorities. This issue will become a subject requiring 
major policy decisions. 

On the other hand, wealthy school districts will not be willing to give 
their children less than they have had in the past. “Leveling down” the per 
pupil expenditures is a political hot potato which few legislators will want 
to handle. The most critical problem arises when the people of a state 
cannot or will not raise the levels of all of their schools to those of the top 
schools. 

Associated with this issue is the question whether the courts will permit 
states to create systems for local school districts to exercise any degree of 
“local leeway” for school enrichment or individuality in financing their 
school programs. 

4. The Future of Local Control. 

If states move to a system of greater or full state funding what impact 
will the centralization of funding sources have upon the local school dis- 
trict? Many contend that the funding source tends to become the source 
of control and authority. Traditionally, the authority for school oper- 
ation has been kept close to the people. Can local control continue in the 
face of increased state financial involvement? 

On the other hand, there are those who ask if local control is essential 
or would necessarily be lost with state funding? The State of Hawaii 
operates a very creditable educational system centralized in a statewide 
administration. A case could be made for the proposition that greater 
state involvement in education makes for elimination of inefficient dis- 
tricts and duplication in the name of local administration and control. 
There is some evidence that where states have assumed rather substantial 
financial support for education there has been no major reduction in the 
level of local decision making authority. 

Other proponents of greater state funding contend that if the state took 
more of the fiscal problems from the local district, those responsible for 
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the actual operation of the schools would have more time to devote to the 
educational objectives of the children. 

5. Collective Bargaining Activity. 

Allied with the question of local control is the question of how collec- 
tive bargaining and salary negotiations could be handled if the primary 
responsibility for school finance were transferred to the state. Speculation 
has it that such a process would eventually lead to statewide salary sched- 
ules and to teachers bargaining directly with state legislatures. It is diffi- 
cult to imagine how a local school district could be effective in conducting 
collective negotiations unless it has substantial authority over fiscal 
allocations. With the growing strength of teachers’ organizations and 
school employee unions, this issue can become of great importance as 
legislatures seek new systems for school finance. 

6. School District Organization. 

The question of the appropriate structure and governance system lor 
public schools has been before state legislatures for many years. Many 
local school districts are too large to be effective and others are too small 
to be efficient. In many states programs of consolidation have reduced the 
large numbers of independent local school districts. In other states only 
very modest efforts have been made toward effective reorganization. 

As state legislatures assume a larger role in school finance, they will 
ask if the number of school districts can be reduced or if the existing dis- 
tricts can be organized more efficiently. It is conceivable that Serrano- 
type decisions will encourage legislators to reduce the number of separate 
school districts to spread the existing tax base over a wider geographical 
area and provide greater equalization. 

It is recognized, however, that some states may be unable to reduce or 
materially change local school attendance areas because of state size or 
geography and sparsity of population. 

7. Impact on Post-secondary Education. 

The Serrano-ty| decisions may well have a major impact upon com- 
munity colleges and other post-secondary educational institutions. Al- 
though the California court did not directly address itself to post-sec- 
ondary education, there are several implications to be considered. 

In many states, and particularly in California, there is a strong similar- 
ity between the financing plan of the community colleges and that de- 
clared unconstitutional for financing elementary and secondary schools. 
Following this parallel, it is possible that if the community college financ- 
ing plan were challenged on the same basis as the Serrano case, that plan 
would also fall. 

On the other hand, it can be argued that because community colleges 
generally have a substantially larger district than do elementary and 
secondary school districts, there is not as great a variance in the taxable 
wealth of the college districts. Many community college districts include 
both poor and wealthy property in terms of assessed valuation. Under 
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such circumstances it is possible that the Serrano rule would not apply. 
Also, the voluntary nature of community college attendance may place 
these institutions under a set of requirements different from the Serrano 
issue. 

Another possible impact upon the colleges would be a major change 
in the state school financing pattern. If the state moved to a full funding 
program with a statewide property tax or some similar system, it is 
possible that the community college districts would come under increased 
state influence. 

Other state public higher educational institutions would not escape 
the Serrano influence if the state moves to a more complete state funding 
sysem. Public higher education has been operated over the years on the 
basis of statewide funding. If the state finds itself assuming elementary 
and secondary educational financing programs on a statewide basis, there 
will be increased competition between higher education and the local 
schools for the state’s educational dollars. The local schools, being closer 
to their elected representatives, could offer strong competition for 
available money. 

8. Property Tax Relief. 

At the outset the Serrano decision was hailed widely as welcome 
relief for the property taxpayer. As the euphoria disappeared, it became 
clear that the courts did not do away with the property tax nor find the 
property tax to be unconstitutional. Obviously, a state legislature can 
levy a statewide property tax unless prohibited by its state constitution. 
Furthermore, it is recognized that school taxes are not the only taxes 
collected on local property. Many non-educational needs such as road- 
ways, police protection, fire protection and utilities, must be met whether 
or not a new school finance system is adopted or not. The great need for 
additional money for other public services could quickly absorb any 
reduction in school property tax levies. It does not necessarily follow that 
Serrano-type cases will cause any substantial change in the property tax 
level now assessed on real property. 

9. Capital Outlay, Construction and Bonding. 

Most of the Serrano-type cases have not gone into the question of 
expenditures for school construction or other capital outlays. However, 
in the Rodriguez case in Texas, the court enjoined the defendants from 
giving any force and effect to sections of the Texas Constitution and 
Education Code related to the financing of education, including the mini- 
mum foundation school program act. Since the education code also in- 
cludes provisions for construction and capital outlay, the effect of the 
decision is to rule on the discrimination in the method by which funds are 
raised for construction in capital outlay. 

It is entirely possible, of course, that a statewide capital outlay plan 
could be administered just as it is in Maryland and five other states at the 
present time. On the other hand, except for the initial difficulty in setting 
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guidelines, a system of capital construction could be brought into a full- 
state-funding or substantial-state-funding system. 

10. Impact on Big City Schools. 

The Serrano, Rodriguez and other cases had an underlying purpose to 
assist minorities, the poor, and those caught in big city neighborhoods 
with declining property values. It is ironical that these cases may result 
in a reduction of the educational muscle needed by inner-city, ghetto type, 
and remote rural schools. If Serrano means that states will move to some 
type of statewide distribution of school funds, it is conceivable that big 
cities will get less money, not more. It is generally alleged that urban 
education is more expensive because of higher salaries, higher land and 
construction costs, higher operating expenses and more demand for 
special programs and compensatory education. The economic burden on 
municipalities is great in nearly every area. Since the wealth of the cities 
is generally higher than small towns, non-affluent suburbs, and rural 
areas, the big city schools may be the losers, particularly if “power 
equalizing” plans are adopted for school finances. 

1 1 . Private Educational Resources. 

The impact of Serrano on private education is uncertain at this point. 
There may be little effect, unless a state adopts a system such as a voucher 
or educational stamp plan, which will permit parents to enroll children in 
private schools at state expense. 

There are other possible implications on private higher education as 
states tend to become more involved in supporting programs for private 
higher education. 

PartV: A Look at Possible Solutions 

Lawyers, legislators and school finance authorities have considered a 
variety of possible systems of taxing and spending which would meet the 
requirements of the Serrano vs. Priest case, systems that would assure that 
the level of spending for a child’s publicly financed elementary or second- 
ary education is not the function of the wealth of the parents or school 
district. The following plans are submitted as possible solutions to 
modern-day educational finance dilemmas. The most comprehensive 
suggestions have been made by Professor John E. Coons of the University 
of California School of Law* The essence of Professor Coons’ suggested 
models are as follows: 

Centralized State Taxation (Full-State Funding): 

These models provide for a statewide system of taxation, which could 
include a statewide property tax, value added, sales and other taxes as well 
as the more generalized income tax with progressive tax rates. These 
models are commonly called “Full-State Funding” systems of school 
finance. This plan asserts that the state government will assume respon- 

*Document provided by Lawyers’ Committee for Civil Rights Under Law, December, 1971. 
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sibility for financing substantially all of the non-federal outlays for public 
elementary and secondary education. This concept was largely supported 
by the recent report of the President’s Commission on School Finance. 

Model 1 . Full Stale Funding of School District with Full 
Spending Discretion and Equal Dollars. 






Under a fully centralized state taxing plan, the state would provide 
each school district with a set sum, such as $1,000 per child in average 
daily enrollment. The district would have full authority to decide spending 
priorities, including special education programs for the handicapped and 
gifted, vocational education and other high cost curriculums. The district 
would assign the money to the various schools within the district. 



Model 2. Full State Funding of School Districts with Full 

District Spending Discretion and Equal Dollars plus 
Cost Refinements. 



District 
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Under a fully centralized state taxing plan, the state would provide 
each school district with a set sum for each child in average daily enroll- 
ment, such as $900. In addition the state would provide increased sums for 
unusual costs expended by the district. Illustrations of such costs might 
be: $100 additional '‘cost refinement” per student living beyond two 
miles from school; $100 per student for districts in areas with high cost 
for goods or services; $50 per student in areas with high urban density to 
account for “municipal overburden.” Other cost refinements would be 
developed to meet the needs of the individual districts or for special 
educational programs. 



Model 3. Full State Funding of School Districts with Full 
District Spending Discretion Based on Dollar 
Preferences for Student Types. 
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Under this system, the state would collect all taxes and allocate them 
to the districts on the basis of student categories. A dollar value would be 
assigned to each student, such as the following: $700 per normal average 
student; $1,000 per underachieving student; $2,000 per handicapped stu- 
dent; $1,200 per gifted student. In addition the state would allocate 
“cost refinements” as suggested in Model 2. Although the state would 
allocate the funds on the basis of individual student types, the district 
would have complete discretion to establish priorities for instruction and 
operation for the schools within the district. 



Model 4. Full State Funding of School Districts with Limited 
District Spending Discretion and Eijual Dollars and 
Prescribed Spending Inequities. 
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Under a fully centralized state taxing plan, the state would provide 
each district with a set sum per student, such as $1,200. The district would 
be required to spend differently to meet the special needs of different stu- 
dents and programs. For example, the district might be required to spend 
$2,500 for blind or handicapped children; $1,500 for vocational pro- 
grams; $1,400 for gifted and underachievers. The district would have 
some discretion for spending within these prescribed programs. 



Model 5. Full State Funding of School Districts with Limited 

District Spending Discretion and Prescribed Categorical 

Inequity. 




Under a fully centralized state taxing plan, the state would provide 
districts with funds based on student categories, such as in Model 3, i.e., 
$700 per normal average student; $100 per underachieving student, etc. 
This model provides that the district must spend the allocations according 
to the categories or priorities specified by the legislature. This model 
severely limits the degree of local discretion of the district. 
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Model 6. Full Slate Funding Through Direct Allocations to 
the School of Equal Dollars. 




Under a fully centralized state taxing plan, the state would allocate 
fiscal support directly to the individual schools. This model rather effec- 
tively bypasses the district. The role of the local school district would be 
largely to provide regional coordination and assistance. In some instances 
it is quite possible that there would no longer be a function for the dis- 
trict. Each school would receive an allocation, such as $900, per pupil in 
average daily enrollment for current operating expenses. The school would 
be given a specified degree of autonomy and discretion in spending the 
funds. In this model the state assumes responsibility for capital costs 
which are provided separately as needed in the judgment of the state 
school superintendent or state board of education. 



Model 7. Full Slate funding Through District Allocations to 
the School with Prescribed Categorical Inequity. 
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Under this fully centralized state taxing model, the state would allo- 
cate fiscal support directly to the individual schools based on the character 
of the student population, the curriculum and the area cost level of each 
school. This model would take into consideration some of the student 
categories noted in Model 3 and the cost refinements of Model 2. The 
school would have only a very narrow discretion for distributing the 
funds within the school. In both Model 6 and 7, the state would make 
provisions for children incapable of functioning within the standard 
school milieu. 

Decentralized State Taxation Models or Power Equalization 

Two models are provided for decentralized taxing systems. These 
plans call for the state to provide a substantial source of school expendi- 
tures supplemented by local taxing effort. The state would supply funds to 
the local districts in amounts varying according to a legislative formula 
and the district’s taxing effort. “Power equalizing” would enable a poor 
district to provide the same amount of money per pupil as a wealthy dis- 
trict with the same tax effort, rather than tax itself two or three times as 
hard. 



Model 8. A Decentralized System With a State Fiat Grant Plus 
Local Add-On. 




Under this plan, the state would supply each district with a flat grant 
from state sources of approximately $700. Each district could add on 
from $25 to $500 per pupil additional according to the rule that for each 
additional tax mill ($.001) on the $100 taxable value of local property, an 
additional $25 could be spent. If a mill raised less than $25 per pupil in 
average daily enrollment (i.e., in districts with less than $25,000 assessed 
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valuation per pupil), the state would make up the difference. If the district 
raised more than $25 per mill per pupil, the excess would be recaptured 
by the state and be available for ^distribution. Thus, when a wealthy dis- 
trict and a poor district would each add 16 mills to their tax rates, each 
could spend a total of $1,100 per child. This system has been labeled 
“power equalization.” Essentially, the wealthy districts pay excess funds 
into a central pool which is used to provide additional money to poor 
districts. 



Model 9. A Decentralized System With a State Flat Grant Plus 
Local Add-On, Plus Categorical State Add-On. 




Under this proposal, the state would supply each district with a flat 
grant from state sources of approximately $700. Each district could add 
on from $25 to $500 per pupil additional according to the plan outlined 
in Model 8. However, in addition to the flat grant and locally chosen add- 
on, the state would provide special aids for any number of categorical 
adjustments or cost refinements, such as outlined in Models 2, 3 and 4. 
These could be made through additional flat grants by the stales or could 
be included within the power equalized add-on by adjustments in the 
formula. For example, a handicapped or underachieving youngster could 
be counted twice in the formula. 



Family Choice School Finance Systems 

There are a number of hypothetical systems using the family unit as 
the agent for dispensing all or part of the publicly financed educational 
expenditure. The systems could be administered through the state or 
local school district. These systems can be designed to satisfy the require- 
ments of the Serrano case. 
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Model 10. Voucher System. 




Under this system families would receive vouchers for the full cost of 
public education in the state per child, such as a voucher worth $1,000. 
The parents would redeem the vouchers in either public or private schools. 
Underachievers, handicapped and other special groups would receive 
larger vouchers to assist in equalizing the quality of education which they 
would require. 



Model II. School Stamp Supplement. 




This plan would provide additional educational opportunity for 
youngsters who are underachieving for after-school educational experi- 
ences. It could be used as a supplement to nearly any of the other financing 
models suggested above. It meets the Serrano rule in that the educational 
expenditure is not tied to the wealth of the parents or school district. 

Other Plans or Structures 

It is possible to devise other combinations of plans to meet the prin- 
ciples established by the courts. Some plans may not be completely 
realistic, although it is important that they be evaluated by the states. 
One such plan is noted here. 
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Model 12. Equal Assessment Districts. 




Under this plan a state would be redistricted into geographical areas 
with substantially equal assessed valuation per pupil in average daily 
enrollment. The funds could be appropriated for education in a variety of 
ways, such as the state allocating a minimum foundation program supple- 
mented by local revenue based on property or other taxes. The local prop- 
erty tax revenue would be “equal” in each district if the taxes were levied 
at the same millage on equally assessed property. It is recognized that 
any effort to divide the state on an equal assessment basis would be a 
monumental task and would require a complete reshuffling of existing 
districts. 



Part VI: 

Funding and Taxing Approaches 

The educational fiscal dilemma is to a large extent caused by the 
necessity to provide an adequate funding system to assure equalizing edu- 
cational opportunity as well as new processes for the collection of educa- 
tional revenues. The previous chapter noted various possible alternatives 
for allocating expenditures to fulfill the requirements laid down in the 
Serrano-type cases. Now we consider alternatives for securing revenue 
which would be consistent with the court decisions. 

1 . A bandoning the Local Property Tax Base as a Source of 
Educational Revenue and/or a Statewide Property Tax. 

In view of the fact that the courts declared that the public educational 
spending could not be a function of parental or neighborhood wealth, it 
is suggested that the states can meet the courts’ position by outright 
abolition of local property taxes for school purposes. In its place, the 
state could fund education through a combination of state income, sales, 
state property, and other taxes. Except in states where state property taxes 
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are prohibited, a state could make a statewide levy on local property for 
public education. The funds collected by the state would be distributed to 
the school districts. 

Statewide collection of property tax assumes an effective and fair 
method of statewide assessment practices. 

2. Removal of Industrial and Commercial Property from School 
District Tax Base. 

Wealth, in the form of industrial and commercial property, is often 
clustered in a single school district. These special properties tend to give 
an inflated value to the entire district and provide unusually large reve- 
nues, which place such districts in an advantaged position. It is proposed 
that such property could be removed from local school taxing authority. 
If states tax such wealth uniformly on a statewide basis, rather than at 
the local level, funds would be provided to the state to assist in supporting 
local districts. The wide range in wealth from district to district would 
be more closely balanced. Under this system local property tax would 
fall primarily upon residential property and tend to be much more equal 
from area to area. 

3. Full State Funding. 

The concept of the state providing full support for public elementary 
and secondary schools is not new. The State of Hawaii for all practical 
purposes has been operating on full state funding since it was granted 
statehood. Alaska and several other states are moving in this direction by 
increasing the level of state support for education. 

Even prior to the Serrano case, many educators and political leaders 
were advocating, or at least expressing great interest in, fully funded 
educational programs by the states. Support for full state funding is 
largely based on the flexibility it places in the hands of legislators to 
balance school finance loads on the several tax bases available to the 
state and the responsibility it theoretically gives to state education agen- 
cies to provide complete equality of educational opportunity for all 
citizens of the state. Equitable treatment to taxpayers and equity in 
educational opportunity are very appealing benefits of full state funding. 

On the other hand, opponents of full state funding suggest that under 
state operation schools would undoubtedly be givn flat grants or uniform 
allocations which would not necessarily be effective in improving the 
quality of educational opportunity. This obstacle could be overcome if 
states actually take into account the needs of individual school districts 
and children for educational services. This obviously becomes a very 
complex administrative task. 

Full state funding presupposes that the state will secure revenue from 
such sources as state income taxes, statewide property taxes and other 
state taxing bases. Local tax sources would not provide school support 
under the philosophy of full state funding. 
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4. Major Shift of Funding Burden from Local to State Sources 
in an Equalization Formula. 

It is possible to design fiscal systems that approach the ideal of com- 
plete “equalization” in education expenditures and opportunity. Gen- 
erally, as the amount of state dollars increases, the level of equalization 
among districts likewise increases. Most equalization plans are designed 
after the most commonly used method for apportioning state school 
funds — the Strayer-Haig formula. Under this formula, the cost of the 
foundation program which the legislature desires to guarantee for each 
district is computed and deducted from the amount of funds which each 
district can raise locally through a required minimum tax effort. The 
difference is allocated to the district from state funds. The critical ele- 
ment is the degree of required local effort and the amount of local leeway 
permitted. If the leeway is very small, a high degree of equalization occurs. 
The report of the President’s Commission on School Finance suggests 
that local supplements not exceed 10 percent of the state allocation. It is 
not certain whether this level of local leeway would be permitted by the 
courts. 

When no local leeway is permitted, complete equalization is achieved 
because the wealthier districts (with greater taxpaying ability) receive 
smaller state allocations and poorer districts receive large allocations in 
order to reach the accepted foundation of school financing for each pupil. 
This type of equalization assumes all youngsters in the state equal financial 
resources for education. The dollar amount may vary if special education 
and needs are weighted in establishing the per pupil formula. 

It is recognized that this system provides some districts with very low 
state support and other districts with very high state support. There are 
obviously some acute political ramifications in the operation of this com- 
plete equalization system because the wealthier districts receive the 
smallest state allocations while paying the most money into the state tax 
coffers. It is likely to be most successful in a state with only minor im- 
balances in local taxable wealth per pupil. It is possible, even then, that 
the state’s proportion of the public education expenditure could amount 
to as much as 80 percent to 90 percent in some districts. 

Under a system of state equalization it is important to recognize that 
tax-burden inequalities would remain the same. The plan is intended to 
achieve dollar equalization, and hopefully equality of educational oppor- 
tunity, rather than providing special assistance to districts with educa- 
tional tax overburdens. 

Under an equalization formula plan, it becomes the task of the legis- 
lature to determine the acceptable level of education to be guaranteed to 
each child in the state. 

5. Increased State Support from New State Resources. 

It is possible to approach educational funding by analyzing optional 
tax sources for the states. Each state must analyze its own economic 
indicators, e.g., income per capita, per household, etc., to determine its 
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revenue potential for school purposes. Also the state must evaluate its 
tax bases to determine how much each could produce. Some states will 
have a greater potential than others for increasing their income because of 
better industrial, business and natural resources. However, not all 
sources are used in every state. It is possible some states may be able to 
develop new tax sources. For example, states without state income tax 
may find it necessary to initiate such a tax to meet educational expendi- 
tures. Other states may move to statewide property taxes. 

Some political leaders are looking to the federal government for relief 
from burdensome welfare programs. They contend that if the federal gov- 
ernment will assume growing welfare costs, it will be possible for the 
states to handle their primary responsibility for education in the states. 

6. Increased Federal Support of Education. 

Although increased federal funds will not solve the states’ primary 
problem of establishing educational equity or meeting the standards of 
Serrano, such funds will be needed if the states are to meet the rising costs 
of education. U. S. Commissioner of Education Sidney P. Marland has 
stated that it was “inevitable— and on the whole desirable — that the fed- 
eral government pay as much as 30 percent to 40 percent of the cost of 
financing schools.” There seems to be no question that federal interest in 
the financial problems of the schools will continue and intensify in the 
years ahead. The President’s Commission on School Finance proposed 
general purpose federal incentive grants to reimburse states for part of 
the costs of raising the state’s share of total state and local educational 
outlays above the previous year’s percentage. 

Part VII: Assumptions and Dilemmas 

As state legislators come to grips with new problems of educational 
finance they will be influenced by various assumptions, philosophical posi- 
tions and political realities. Some of these issues have been identified 
earlier, but deserve further emphasis in this context. 

Assumptions 

State solutions will of necessity have to take into account the rulings 
of the courts as well as basic assumptions about the nature of the educa- 
tional enterprise in America today. Some of these assumptions are: 

Education is the responsibility of the states. Constitutionally and his- 
torically the responsibility belongs to the state. Local school districts are 
the creation of the state and may be altered, consolidated, or abolished by 
the state. The elected state representatives of the people have the ultimate 
responsibility for the quality and equality of education. It may be dele- 
gated to districts, but the state cannot abdicate its obligation to provide 
equal access to education for all. 

Education opportunity has become a "right" of all citizens. The oppor- 
tunity to obtain a public education appropriate to their needs for a period 
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of at least 12 years has been accepted as a “right” for all American youth. 
Strong support has been given by educational and political leaders for a 
minimum of 14 to 16 years of public education for all by expanding pre- 
school and post-secondary educational opportunities. 

Educational policymaking should primarily be a legislative process. 
The determination of educational policy, structure and administrative 
processes should be exercised by the legislative and administrative bodies 
of the state rather than by the courts. Public policy as a normal procedure 
should be developed by elected officials of the people rather than through 
interpretations of constitutional provisions. If elected and appointed offi- 
cials do not fulfill their roles in solving problems within the educational 
system, the courts will be bound to exercise legal responsibilities which 
result in judicially determined educational policy decisions. 

Equal educational opportunity must be available for all. From a 
moral, as well as legal standpoint, a democratic society cannot permit any 
child to have less than a full and equal opportunity in the public schools 
to develop his talents. No child, regardless of race, creed, color or na- 
tional origin, should be denied full access to the benefits of the American 
social, economic, educational and political system. 

Quality education for all is essential to the preservation of democracy 
and holds out hope for the reduction of poverty, crime and dependence 
upon public welfare. 

States must not be by-passed in federal involvement in education. 
Although we accept the position that the primary responsibility for edu- 
cation lies with the states, we recognize that educational issues readily 
cross state lines and that educational deficiencies are not limited by state 
boundaries. Since the quality of education in one state materially affects 
all other states, the federal government clearly has a responsibility, as a 
matter of national policy, to strengthen public schools in all the states. It 
is important, however, to recognize that federal programs in support of 
education should not by-pass state governments; rather, federal support 
should go to the appropriate state agencies for allocation in accordance 
with state plans. Only by preserving the right of the state to direct its 
financial programs can the state discharge its obligation to provide equal 
educational opportunity for all of its citizens. 

Interstate educational differences must be a federal concern. Studies 
show wide variations from state to state in educational expenditure levels. 
The differences stem largely from variations in fiscal ability of the states 
to raise revenue. Since the states are not able to alter their fiscal ability to 
any appreciable degree, it appears that the only way to eliminate their 
fiscal variations insofar as education is concerned is by substantial support 
from the federal government. 

Legal bases of the cases now dealing with Serrano-type decisions can- 
not be used as precedence for interstate differences. More consideration 
must be given to alternative ways to meet such differences from state to 
state. 



31 




i 



Dilemmas 

Policymakers find that there are numerous philosophical conflicts 
related to these educational dilemmas. Some of the most obvious are 
outlined below. 

The dilemma of local vs. centralized control. The question of local 
control of governmental functions as opposed to a more centralized con- 
trol has been a basic issue throughout American history. A ‘‘federal” 
system presupposes that certain functions can best be performed at the 
local, state and national levels. Traditionally, Americans have believed 
that educational decisions should be made at the lowest level of govern- 
ment where they can be made efficiently. Thus, decisions should not be 
made at the national level if they can efficiently be made at the state level, 
and states should not make decisions when they can be made efficiently 
at the local level. The public school systems have been considered by many 
as the last vestige of local control. Throughout the nation there is a strong 
movement for greater community action to emphasize and strengthen 
local control. 

On the other hand there is a commonly accepted principle that control 
should, or natural!; will, be lodged in the agency with funding responsibil- 
ities. The conflict arises in the growing tendency for greater state respon- 
sibilities for school funding. If full or substantial funding comes from the 
state, will the philosophy of local control be destroyed, replaced or 
materially altered? 

The dilemma of fiscal egalitarianism vs. individual initiative. The pos- 
sibility of leveling down as well as leveling up runs into direct conflict with 
the historic American tradition of rugged individualism and intensive 
local initiative. The nation has always placed a high value on the aspira- 
tions of parents and communities to provide their children with the highest 
level of education possible. School districts which sought additional funds 
to innovate, experiment and individualize have been commended for the 
extra margin of excellence they v ere providing to the young people within 
their jurisdiction. The critical question to be posed now is whether the 
demands for fiscal egalitarianism or uniformity in school funding through- 
out the state will be followed by program sameness and uniformity in the 
nation’s schools. Can incentives to seek excellence be built into systems 
which arc designed to provide each local district equal access to the total 
educational resources of the state? 

The dilemma of funding "basic" educational programs vs. total edu- 
cational services. The definition of “education” will pose a serious ques- 
tion for those who debate the issues of school finance. The need to de- 
scribe the scope of education will become critical as policymakers consider 
expenditure ceilings, adequate funding, and the increasing demand for 
more dollars to fulfill special school programs and needs. What programs 
arc essential to assure that youngsters have access to equal educational 
opportunity? Do the educational necessities include such services as free 
breakfasts and lunches, counseling and guidance, social workers, audio- 
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visual aids, transportation, compensatory instruction and similar activ- 
ities? Many persons will be concerned whether equal opportunity for 
services means the same services, or varying services from school to 
school. Undoubtedly as the state assumes more responsibility for school 
funding, questions will be raised whether all schools and all districts must 
be provided with equal “educational services” beyond the traditional 
basic educational programs. 

It is conceivable that a whole new concept of community activities 
could be developed outside the school system to circumvent the equaliza- 
tion intent of Serrano. Such programs as school athletics, musical organ- 
izations, activity clubs, enrichment field trips and others could be taken 
over by municipal recreational and cultural agencies of wealthy districts. 
Thus, the school expenditures would be concentrated on the “core instruc- 
tional programs.” While the educational expenditures would approach 
equity, the community wealth advantages would be retained. Likewise, 
the poor districts might seek “non-educational” supplemental funding to 
provide health care benefits, free meals and other special services for 
school children. Although these approaches may be totally unrealistic, it 
must be recognized that such schemes could be developed by redefining 
the role or responsibility of schools. 

The dilemma of increased expenditures vs. increased school achieve- 
ment. It would be a hollow victory if per pupil expenditures were in- 
creased in low-expenditure districts unless there were a corresponding 
increase in the quality of education and achievements of students. This 
position was clearly emphasized by the New Jersey Court in Robinson 
vs. Cahill when it said: “while equalizing tax burdens may be readily ac- 
complished ... it may be more difficult to assure that additional school 
funds will actually result in improved education.” The court stated that 
the quality of education must be raised where deficiencies exist. 

It is entirely possible to spend more money for education without any 
appreciable improvement in the quality of educational opportunity pro- 
vided to children. The President’s Commission on School Finance noted 
that: “The American public has assumed almost without question that 
educational benefits are automatically increased by spending more 
money. . . . We have been eoncentrating for too long on the resources 
going into the schools, giving only minimal attention to the outcomes.” 
The Commission proposed that “state and local educational agencies give 
increased emphasis to establishing and improving systems of assessing 
relative costs and benefits of various educational programs and organiza- 
tional alternatives,” and for states to create evaluation systems to measure 
the effectiveness of educational programs. 

In some instances it may be possible to achieve improvement in the 
quality of education without increasing expenditures. Where this is pos- 
sible, it must be done. It is important for states to develop processes to 
improve teaching personnel, methods and procedures, to eliminate dupli- 
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cation and inefficient operations and to achieve the greatest value for 
existing educational expenditures. 

In all discussions of educational finance issues, we must never lose 
sight of the ultimate objective— the educational achievements of children. 

The dilemma of the centralization of expenditures vs. local supervision 
of school costs. Beyond the issue of control of school policies is the ques- 
tion of moving school expenditures further away from the watchful eyes 
of local taxpayers. As higher levels of government assume greater respon- 
sibility for funding school programs, local citizens have far less oppor- 
tunity to exercise or influence orderly and systematic control over educa- 
tional expenditures. The trend could easily be an escalation of 
expenditures at the state level. Some observers predict that there will be 
strong tendencies for educational projects, programs and services to 
multiply rapidly with greater state involvement. Seldom do old programs 
ever die. 

To raise questions about the rapidly increasing cost of educational or 
other public services does not put one “against” education. Rather it is 
to recognize that education is caught in the same cost spirals as business, 
industry, government and individuals. The accelerating cost of all govern- 
mental services calls for adequate restraints against the accelerating rates 
of increase. As school financing is gradually shifted to the state, the local 
taxpayer no longer has the same “watchdog” function over school expen- 
ditures and program expansion. Concerned citizen involvement in school 
funding has been an important factor in building needed support as well 
as in providing cautious evaluation of the use of public funds. Serious at- 
tention must be given to the complicated question of providing appro- 
priate safeguards in the escalating expenditure of and accountability for 
tax money. 

The dilemma of education as a “ social need” vs. an individual oppor- 
tunity. The recent court decisions have decreed that education is a 
“fundamental interest” of the state. This, in effect, implies that the 
purpose of the education system is for the well being of the state. In the 
past this view has not universally been held, although education has been 
considered a valuable asset to the growth and advancement of society. 
Education has largely been accepted as an individual opportunity for each 
child to achieve to the maximum of his ability, and provide for social and 
economic mobility. There will need to be considerable reaffirmation ot 
this new position and an evaluation of the many implications to the state 
and to the individual citizens. 
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Conclusion 

This discussion does not give “the solution” to the education financial 
dilemma of the 1970s. Simple and clear-cut answers are not available 
to the most confounding issue ever to face educational policymakers. The 
dilemma is an unsettling and perhaps more universally perplexing than the 
school desegration problems which followed Brown vs. Board of Educa- 
tion of Topeka in 1954. 

The issues and positions presented here are intended to foster greater 
discussion and deliberation. The Education Commission of the States 
hopes that from these debates will come new plans for all children to 
achieve the great American dream of equal educational opportunity in 
every state. 
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